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B.

MCGINTY,

Secretary.

ORDER.

At a General Session of the INTERSTATE COMMERCE
COMMISSION, held at its office in Washington, D. C.,
on the 26th day of June, A. D. 1916.
The subject of a Uniform System of Accounts to be prescribed for
and kept by telephone companies being under consideration, the
following order was entered:
It is ordered, That the interpretations of the accounting classifications for telephone companies, prepared under the direction of this
Commission and embodied in printed form to be hereafter known
as Accounting Bulletin No. 11, and now before this Commission, be,
and the same are hereby, approved; that a copy of said bulletin duly
authenticated by the Secretary of the Commission be filed in its
archives, and a second copy thereof, in like manner authenticated,
in the office of the Division of Carriers' Accounts; and that each of
said copies so authenticated and filed shall be deemed an original
record thereof.
It is further ordered, T h a t the accounting methods directed in
the interpretations contained in the said Accounting Bulletin No. 11
be, and they are hereby, prescribed for the use of telephone companies having annual operating revenues exceeding $10,000, and
subject to the provisions of the Act to Regulate Commerce, as
amended, in the keeping and recording of their accounts.
It is further ordered, That July 1, 1916, be, and it is hereby,
fixed as the date on which the said Accounting Bulletin No. 11 shall
become effective, the same to remain in effect until otherwise ordered
by the Commission.
By the Commission.
[SEAL.]

GEORGE B.

MCGINTY,

Secretary.
(3)

INTRODUCTORY LETTER.
INTERSTATE COMMERCE COMMISSION,
DIVISION OF CARRIERS' ACCOUNTS,

Washington,

June 26, 1916.

To T E L E P H O N E COMPANIES (CLASSES A, B ; AND C):

Systems of accounts for telephone companies subject to the jurisdiction of the Interstate Commerce Commission have been issued
under the authority contained in section 20 of the Act to regulate
commerce. The Uniform System of Accounts for Class A and Class B
Telephone Companies became effective January 1, 1913, and a supplement thereto became effective on January 1, 1915. The Uniform
System of Accounts for Class C Telephone Companies became effective on January 1, 1915. This accounting bulletin contains answers
to accounting questions which have been raised since the issuance
of the systems of accounts and is published in order that uniformity
may be had in the application of the rules laid down in the systems
of accounts. I t is supplementary to, and should be used in conjunction with, the systems of accounts prescribed for Class A, Class
B, and Class C companies.
I n the preparation of this bulletin the Commission has had the
cooperation of a joint accounting committee representing practically
all of the large telephone companies and a large number of the small
companies. This bulletin was submitted in tentative form to the
commissions of the several States having supervision of telephone
companies and criticisms and suggestions were invited. Those
received have been given careful consideration in the completion of
the bulletin as now issued.
FRED W.

Chief Examiner
(5)

SWENEY,

of

Accounts.

INTERSTATE COMMERCE COMMISSION ACCOUNTING BULLETIN NO. 1 1 .

INTERPRETATIONS OF ACCOUNTING CLASSIFICATIONS EMBODIED
IN THE UNIFORM SYSTEMS OF ACCOUNTS FOR TELEPHONE COMPANIES.
NOTE.—In the answers to cases references are usually made to the Class A
and Class C accounts. Where the accounts shown are for Class A companies
and the same accounts are not prescribed for Class B companies in the Uniform
System of Accounts, Class B companies should interpret the answers as applying to their particular account of which the Class A account is a subdivision. Where no reference is given to specific accounts the case applies to
all three classes of companies unless it specifically indicates otherwise.
CASE 1.

Query. Is it required that the titles of the accounts carried on the company's
books correspond with the titles of accounts in the Uniform Systems of Accounts?
Answer. The Uniform Systems of Accounts prescribed by the Commission
contain the titles and texts of the various accounts and require that companies
keep their accounts in conformity therewith. Balance-sheet accounts which are
clearly summaries of other accounts are not required to be set up on the books
of the company (see sec. 3, p. 13, of the Uniform System of Accounts for
Class A and B companies). All accounts kept on the company's books shall
conform in titles to those prescribed by the Commission except as follows:
(!) Subaccounts as provided in section 1, page 9, of the Uniform Systems of
Accounts and such subdivisions of prescribed balance-sheet accounts as are
permitted (see sec. 3, p. 13, of the Uniform System of Accounts for Class A
and B companies). All such subaccounts or subdivisions shall give reference
by title, number, or both, to the accounts of which they are subdivisions. When
such subaccounts or subdivisions are maintained, it is not required that the
main account of which they are subdivisions shall be kept on the company's
general books.
(2) Experimental or temporary accounts for which special provision is made
in the Commission's orders on page 6 of the Uniform Systems of Accounts.
(3) Clearing accounts (other than those provided for Class A and B companies) necessary in making the proper distribution of items to appropriate
primary accounts.
CASE 2.

Query. To what extent should detailed information be shown in the general
books of telephone companies? ._
Answer. The records shall be kept with sufficient particularity to show fully
the facts pertaining to all entries made in the accounts. Where the full information is not recorded in the general books, the entries therein shall be supported by other records in which the full details shall be shown. Such general book entries shall contain sufficient reference to the detail records to per34286°—16
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mit ready identification of the latter, and the detail records shall be kept in
such manner as to be readily accessible when required for examination by
representatives of the Interstate Commerce Commission.
CASE 3.

Query. What is the significance of the term " balance sheet," as used in section 5, page 13, of the Uniform System of Accounts for Class A and B
companies ?
Answer. The balance sheet referred to in section 5 is the balance sheet contained in the reports required by the Interstate Commerce Commission.
CASE 4.

Query. May account No. 102, "Reserve for accrued depreciation—Cr." (Class
C, account No. 185), be subdivided between the amount applicable to fixed
capital (or plant and equipment) installed prior to the effective date of the
system of accounts and that installed since that date?
Answer. Yes; but the subdivision is not required. Section 1, page 9, of the
Uniform Systems of Accounts for Class A, B, and C companies permit the
subdivision of any account, provided the integrity of the main account is not
impaired.
CASE 5.

Query. If subaccounts for "reacquired securities," referred to in section 5,
page 13, of the Uniform System of Accounts for Class A and B companies, are
carried on a company's ledger, are such subaccounts debit or credit accounts
when appearing (1) under an asset account and (2) under a liability account?
Answer. Such subaccounts are debit accounts, when under an asset account;
and credit accounts, when under a liability account. The subaccounts are of the
same nature as the principal accounts of which they are a part.
CASE 6.

Query. How should securities, sometimes termed " treasury securities," signed
and sealed and placed with the proper officer for sale and delivery, be accounted
for in the balance-sheet accounts?
Answer. The same treatment shall be accorded " treasury securities " as is
provided for " reacquired securities " in section 5, page 13, of the Uniform System of Accounts for Class A and B companies. (See Case 5.)
Class C companies may carry such securities at par in account No. 110,
" Securities," and in account No. 160, " Capital stock," or No. 165, "Funded
debt," as may be appropriate, but in stating the balance sheet in reports to the
Interstate Commerce Commission the par value of such securities shall be
shown as deductions from the totals of these accounts.
CASE 7.

Query. What should be the accounting for a note carried in account No. 105,
"Investment securities" (Class C, account No. 110), upon which payment of
principal has been defaulted?
Answer. Transfer to account No. 117, " Bills receivable " (Class C, account No.
120), or to account No. 110, "Advances to system corporations for construction,
equipment, and betterments" (Class C, account No. 120), as may be appropri-
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ate. If the asset is of doubtful value, the transfer may be to account No. 136,
Other s u s p e n s e " (Class C, account No. 150), pending the final disposition of
the m a t t e r .
C A S E 8.

Query. W h a t should be t h e accounting for accruals of depreciation on investments in physical property carried in Class A and B account No. 111, "Miscellaneous i n v e s t m e n t s " (Class C, account No. 105)?
Answer. Charge t h e accruals to account No. 303, " O t h e r operating e x p e n s e s "
(Class C, account No. 340), if on operated property, or to account No. 320,
" R e n t e x p e n s e " (Class C, account No. 340), if on nonoperated property, and
credit account No. 170A, " O t h e r deferred credit i t e m s " (Class C, account
No. 190).
C A S E 9.

Query. W h a t should be the accounting for commissions paid to brokers for
the p u r c h a s e of t h e securities of other companies?
Answer. T h e amount of such commissions shall be considered as a p a r t of t h e
cost of t h e securities purchased.
CASE

10.

Query. To w h a t account should be charged the cost of buildings a n d land
not used in telephone operations and held for sale?
Answer. Account No. 111, " Miscellaneous i n v e s t m e n t s " (Class C, account
No. 105).
C A S E 11.

Query. To w h a t account should be charged the cost of buildings built to r e n t
on land which is held for future central office or other telephone purposes?
Answer. T h e cost of such buildings shall be charged to account No. 111,
"Miscellaneous i n v e s t m e n t s " (Class C, account No. 105). The cost of land
held for future telephone purposes shall be charged to account No. 211, " L a n d "
(Class C, account No. 210).
CASE

12.

Query. W h a t should be t h e accounting for r e n t s received from a n d expenses
in connection w i t h property carried in account No. 111, "Miscellaneous investments " (Class C, account No. 105), and leased to others?
A,nswer. Credit r e n t s received to account No. 311, "Miscellaneous r e n t
r e v e n u e s " (Class C, account No. 320), and charge expenses to account No.
320, " R e n t e x p e n s e " (Class C, account No. 320).
CASE

13.

Query. W h a t should be the accounting for profits realized or losses sustained
when securities of other companies carried in account No. 105, " I n v e s t m e n t
securities," or account No. 116, " M a r k e t a b l e s e c u r i t i e s " (Class C, account No.
110), a r e sold for more or less t h a n t h e value a t which they a r e carried on t h e
accounting company's books?
Answer. Credit profits from sale of securities to account No. 401, "Miscellaneous additions to s u r p l u s " (Class C, account No. 195), a n d charge losses to
account No. 417, " O t h e r deductions from s u r p l u s " (Class C, account No.
195), except w h e r e provision for loss has been m a d e in a reserve account.
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CASE 14.

Query. What is the general distinction between Class A company accounts
No. 113, " Cash," and No. 114, " Special deposits "?
Answer. Account No, 113 should include all items of cash or deposits which
are subject to the control of the company and available for current general
requirements.
Account No. 114 should include all items of cash or special deposits which,
although remaining "working assets" of the company, are not available for
current requirements. (See Case 22.)
"Time deposits" (usually covered by certificates of deposit), although technically not available for current requirements, as a practical matter generally
are available and, if such is the case, may be included in account No. 113.
CASE 15.

Query. Is it required that Class A company account No. 114, " Special deposits," be set up to cover declared dividends?
Answer. No. Dividends may be paid from general cash, in which event it
is not required that account No. 114 be used. This account should be used only
when special deposits for this purpose are actually made.
CASE 16.

Query. Should the term " deposits to pay declared dividends and matured
interest" in the definition of Class A company account No. 114, " Special deposits," be held to cover an undivided sum paid to mortgage trustees in satisfaction of the interest on a bond issue?
Answer. No. If the payment to the trustees satisfies the liability the amount
should be charged to the appropriate interest liability accounts, and account
No. 114 is not involved.
CASE 17.

Query. Is it required that all materials and supplies be carried through the
materials and supplies account?
Answer. No. Materials and supplies purchased for a specific project or
for immediate use may be charged directly to the accounts affected and need
not be carried through account No. 122, "Materials and supplies" (Class C,
account No. 135).
CASE 18.

Query. What should be the accounting for discounts realized through prompt
payment and interest payable through delayed payment of bills for materials
and supplies?
Answer. Materials and supplies shall be charged to the accounts at their actual
cost in cash, or its equivalent, to the accounting company.
Discounts realized for the prompt payment of bills shall, as far as possible,
be applied as credits to the accounts charged with the particular bills or invoices involved.
Discounts realized which can not be credited to the accounts charged with
the particular bills or invoices involved shall be credited to account No. 704,
"Supply expense" (Class C, account No. 135).
Interest on delayed payments shall be charged to account No. 336, " Other
interest deductions" (Class C, account No. 360).
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CASE 19.

Query. Do the Uniform Systems of Accounts require that assets be specifically set aside to cover sinking fund appropriations?
Answer. No. The setting aside of assets usually depends upon the provisions of the mortgage or upon the policy of the company. If assets are set
aside they shall be carried in account No. 125, " Sinking fund assets " (Class
C, account No. 140).
CASE 20.

Query. What should be the accounting for payments received and expenses
incurred in the performance of custom work for others ?
Answer. The expenses, including percentages added for supervision, use of
tools, profit, etc., may be charged and the payments received may be credited
to a suspense account, carried under account No. 120, " Miscellaneous accounts
receivable" (Class C, account No. 130) ; any net profit from such transactions
shall be credited to account No. 316, " Miscellaneous nonoperating revenues "
(Class C, account No. 320). If the amounts involved are small, the expense
may be charged to the appropriate operating expense accounts and the payments
received shall, in such cases, be credited to the accounts previously charged.
CASE 21.

Query. What should be the accounting for amounts paid or received for
options to bind a proposed purchase, sale, or lease?
Answer. Amounts paid for options shall, pending their final disposition, be
charged to account No. 136, " Other suspense" (Class C, account No. 150).
If the general project for which the option was obtained is finally carried out,
the cost of the option shall be considered as part of the price or rental paid
and charged to the appropriate asset, income, or other account. If the general
project is finally abandoned, the cost shall be charged to account No. 417,
" Other deductions from surplus " (Class C, account No. 195).
Amounts received for options given by the company shall, pending their final
disposition, be credited to account No. 170A, " Other deferred credit items"
(Class C, account No. 190). If the transaction is made as contemplated, the
amount received shall be considered as a part of the price or rental received
and credited to the appropriate accounts. If the option is forfeited, the amount
originally received by the company shall be credited to account No. 401, " Miscellaneous additions to surplus" (Class C, account No. 195).
CASE 22.

Query. To what account should be charged amounts deposited with municipalities to guarantee the proper restoration of street paving and other deposits
with public authorities, the making of which does not rest solely within the
company's discretion?
Answer. If it is probable that the funds can be withdrawn within one year
from the date of deposit, charge account No. 114, " Special deposits " (Class C,
account No. 115). If it is probable that funds can not be withdrawn within
one year charge account No. 136, " Other suspense" (Class C, account No.
150), since in such cases the deposits could not be considered working assets
of the company. (See Case 14.)
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CASE 23.

Query. Should notes, given when money is borrowed under an arrangement
requiring a series of partial payments which commence within a year but extend
over a period longer than one year, be treated as funded debt or notes payable?
Answer. Such notes shall be treated as funded debt and credited to account
No. 153, "Funded debt" (Class C, account No. 165).
CASE 24.

Query. A company makes deductions monthly from the salaries of its employees and credits the amounts deducted to a hospital fund account. Against
this account are charged the expenses of employees at private hospitals. In
what account on the balance-sheet statement shall the liability for the unexpended portion of such funds be shown?
Answer. Account No. 170, " Liability on account of provident funds " (Class C,
account No. 190).
CASE 25.

Query. Section 9, page 32, of the Uniform System of Accounts for Class A and
B companies provides that all property having an expected life of more than one
year (except small tools) shall be charged to fixed capital. There are other
items of small value, which, while having an expectation of life of more than
one year, are difficult to keep record of and are likely to be lost. May such
items be charged direct to operating expenses?
Answer. Individual items of small value (e. g., amounts less than $5) classable
as general equipment under accounts Nos. 260 to 265 (Class C, account 260),
even though having an expectancy of life of more than one year, may be charged
direct to the operating expense accounts or through the clearing accounts.
CASE 26.

Query. How should the " term of life " of items included in account No. 204,
" Other intangible capital," be computed, especially in connection with those
items referred to in section 13 of the Uniform System of Accounts for Class A
and Class B companies?
Answer. The term of life of such intangible items should be determined by the
purchasing company. In general, it should represent that period during which
the intangible value may be expected to exist in the property apart from the life
of the physical units to which it is related.
CASE 27.

Query. When a going or completed plant has been purchased, how should
the appraisal be made of duplicate or otherwise useless items which must be
retired by the purchasing company?
Answer. If it is reasonably certain at the time when the appraisal is completed that some items of property must be disposed of within a year after the
date of purchase, such items may be appraised at their salvage value; otherwise at "structural value" (see sec. 13, p. 33, of the Uniform System of Accounts, Class A and B companies). Particular care must be taken to follow
these retirements so that upon completion the prescribed accounting will have
been effected.
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CASE 28.

Query. Does the term " structural value " as used in section 13, page 33, of
the Uniform System of Accounts for Class A and B companies, mean structural
value to the buyer or to the seller?
Answer. The structural value to the buyer is meant.
CASE 29.

Query. What is the scope of the word " appraisal" as used in section 13,
page 33, of the Uniform System of Accounts for Class A and B companies ?
Answer. The requirement that an appraisal be made for all property purchased does not mean that the properties should necessarily be physically inventoried. When other and more economical methods exist for obtaining, with
reasonable accuracy, the information required in the appraisal, it is permissible
to use such other methods. If a physical inventory is not taken, however,
records shall be kept showing upon what basis the appraisal was made and the
facts, expert opinions, and estimates upon which the figures were determined.
CASE 30.

Query. What items should be classified as " going or completed plant" under
section 13, page 33, " Plant and equipment and other property purchased " of
the Uniform System of Accounts for Class A and B companies?
Answer. The term "going or completed plant" is intended to cover only
the entire plant of a telephone company or an important unit thereof; such as—
(1) A telephone company as a whole,
(2) An entire central office,
(3) A system of lines and stations within a given area, or
(4) A complete section of toll plant.
The purchase by one company from another of several poles and appurtenances, a switchboard, or other minor portions of plant shall be treated in the
same manner as the purchase of materials and supplies; i. e., the purchasing
company shall charge the fixed capital accounts at cost, as provided in section
10, page 33, of the Uniform System of Accounts for Class A and B companies.
CASE 31.

Query. How should the following sentence, appearing in section 14, page 34,
of the Uniform System of Accounts for Class A and B companies, be interpreted : " The entry of the credit to the fixed capital account should cite, by
name and page of book or other record, the original entry of cost of the thing
withdrawn" ?
Answer. These instructions should be applied literally when large units of
property, such as buildings, automobiles, large units of repair-shop machinery,
and, in general, all other items which the company recognizes and records
separately on its books, are involved. When small items and certain relatively
large items are handled in such a volume as to require the use of averages,
which are based upon accurate records, it is permissible to use average unit
costs, and in such cases it will not be necessary to cite the original entry of
cost of the thing withdrawn.
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CASE 32.

Query. When private branch exchanges and booths and special fittings are
retired from service and the fixed capital accounts credited, to what account
should the original installation expense be charged?
Answer. Retirements of private branch exchanges and booths and special
fittings shall be accounted for as provided in section 14, page 34 (Class C, sec.
13, p. 12) of the Uniform System of Accounts.
The treatment for the installation expense of stations as provided in account No. 607 (Class C, No. 620) is intended only for the retirements of stations
and is not applicable to this class of property.
CASE 33.

Query. When contractors perform construction work for the telephone company what should be the accounting for amounts received from or paid to them
under the following conditions:
(1) Amounts received in accordance with the terms of contract for delay in
completion of work.
(2) Amounts received because of defective workmanship or material.
(3) Amounts received because of abrogation of contract in whole or in
part.
(4) Amounts paid for completion of work before time specified.
Answer. (1) Amounts received, under the terms of the contract, for delayed completion of work shall be apportioned and credited to the accounts to which the cost
of the Work was charged. If, however, in connection with delayed construction
additional amounts are collected in reimbursement of expenses incurred by or revenues
lost to the telephone company, such amounts shall be credited to the appropriate
revenue or expense accounts. (See Case 90.)
(2) If the telephone company corrects the defects, the cost of correcting shall be
charged to the plant accounts and the amounts received from the contractor shall be
credited to the accounts which Wore charged with the contract price. If the telephone company accepts the work without correcting the defective condition and
charges the plant accounts with the full contract price, any amount recovered from
the contractor shall be credited to the accounts which were charged with the contract
price.
(3) Amounts received because of abrogation of contract shall be credited to account
No. 401, "Miscellaneous additions to surplus" (Class C, account No. 195).
(4) Amounts paid for completion of work before time specified shall be apportioned
and charged to the accounts to which the cost of the work was charged.
CASE 34.

Query. What shall be the accounting for improvements on leased buildings?
Answer. In the case of leases where substantially the full benefit of improvements will be obtained, the cost of additions to, and betterments of,
leased property shall be charged to a subaccount under the appropriate fixed
capital (plant and equipment) accounts. Depreciation and retirements in
connection therewith shall be treated in the same manner as on company-owned
property.
In the case of leases where ordinarily the full benefit of improvements will
not be obtained and where any permanent improvements usually revert to the
lessor at the expiration of the lease, the cost of improvements, including the
moving of partitions and providing awnings, screens, shades, window ventilators, etc., shall be charged to account No. 133, " Other prepayments," (Class C,
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account No. 145) and cleared over a suitable period to account No. 610, " Other
maintenance expenses" (Class C, account No. 640). Ordinarily the clearance
period should be the period of the lease, but a shorter period should be used
if the conditions are such that the improvements will be retired before the
expiration of the lease.
The ordinary current repairs, also minor rearrangements and changes in
connection with the leased buildings, shall be charged to the appropriate maintenance or other operating expense accounts.
CASE 35.

Query. What should be the accounting for expenditures on property of
others incurred in maintenance or construction work of the company?
Answer. Such expenditures, if borne by the company, shall be treated as a
part of the cost of the work being conducted by the company, e. g., if in the
construction of a toll pole line the company is obliged to relocate property of
another company, the cost shall be charged to account No. 251, " Toll pole lines "
(Class C, account No. 250).
CASE 36.

Query. What should be the accounting for donations received in aid of construction ?
Answer. The cost of construction shall be charged to the fixed capital (or
plant and equipment) accounts in accordance with the rules contained in the
Uniform Systems of Accounts.
Donations received from States, counties, municipalities, and other governmental
bodies shall be credited to a subaccount entitled "Grants in aid of construction,"
and carried under No. 171, "Surplus invested since December 31, 1912, in fixed
capital" (Class C, account No. 195). While such donations should be separately
carried under an appropriate liability account and not classified as surplus, they may,
until such time as the systems of accounts are reissued, be carried under account No.
171 (Class C, No. 195), as the most available under the current systems of accounts.
Donations received from individuals, firms, and corporations shall be credited to
account No. 401, "Miscellaneous additions to surplus" (Class C, account No. 195).
• If such donations are not subject to distribution as dividends, Class A and B companies
shall also charge the amounts thereof to account No. 415, "Appropriations of surplus
for construction, equipment, and betterments," and credit account No. 171, "Surplus
invested since December 31, 1912, in fixed capital."
CASE 37.

Query. What should be the accounting when a company sells a part of its
property for a lump sum?
Answer. The primary fixed capital (plant and equipment) accounts involved
shall be credited with amounts carried therein with respect to the property
sold. The difference between the total amount thus credited and the amount
received shall be treated as provided in section 14, page 34, of the Uniform
System of Accounts for Class A and B companies; section 13, page 12, for
Class C companies.
CASE 38.

Query. What should be the accounting when a telephone company grants to
others for a lump sum a so-called permanent right (not right of way) to use
a part of its property, or acquires similar rights?
34286°—16
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Answer. The amounts received from the granting of such rights shall be
credited, in total, by the grantor to a subaccount "Property rights granted—Cr."
under account No. 274, " Miscellaneous construction expenditures" (Class C,
account No. 270).
The amounts paid for such rights shall be charged, in total, by the grantee
to a subaccount " Property rights acquired " under account No. 274, "Miscellaneous construction expenditures" (Class C, account No. 270).
If the grantor subsequently reacquires any of the rights originally granted
the subaccount " Property rights granted—Cr." shall be debited with the amount
at which such rights are carried in that account. Similarly, if the grantee
relinquishes any rights on the property of others, it shall credit the subaccount
"Property rights acquired " with the amount at which such rights are carried
in that account.
While these items differ from those usually carried in account No. 274, "Miscellaneous construction expenditures" (Glass C, account No. 270) they may until such
time as the systems of accounts are revised, be carried in that account under the subaccounts specified as the most available treatment under the current systems of
accounts.
CASE 39.

Query. What should be the accounting for amounts paid for temporary
rights, such as pole or other attachments (not right of way), on the property
of others, and for amounts received for similar rights given?
Answer. If compensation therefor is paid or received currently, the company
obtaining such rights shall charge amounts paid to the appropriate rent deduction accounts, while the company giving such rights shall credit the appropriate
rent account under Operating Revenues or Income.
If a lump sum is paid or received in advance for such rights, that amount
should be given the usual treatment accorded prepaid items and cleared to the
appropriate rent deduction or rent revenue accounts during the period covered by the right.
CASE 40.

Query. Should the fixed capital accounts be charged with any portion of the
pay and expenses of employees who are primarily engaged in maintenance and •
operation but who devote part of their time to construction work ?
Answer. An equitable proportion of the salaries and expenses of such employees may be charged to the fixed capital (or plant and equipment) accounts,
but no charges shall be made to these accounts for merely incidental services
of officers and employees whose time is regularly devoted to the operation and
maintenance of the plant.
CASE 41.

Query. To what account should be charged fees and expenses of attorneys
other than regular employees of the company engaged in the preparation of
legal papers required in the merger of one company with another?
Answer. Account No. 201, "Organization" (Class C, account No. 200).
CASE 42.

Query. To what account should be charged the cost of plant or supplies given
or leased to a municipality under the requirements of a franchise, minute,
ordinance, resolution, contract, or other agreement?
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Answer. If given as an initial consideration for a franchise extending for
more than one year, charge account No. 202, " Franchises " (Class C, account
No. 200); if given annually or at shorter periods charge account No. 673,
"Telephone franchise requirements" (Class C, account No. 680).
If plant owned by the company is rented to a municipality without charge,
charge first cost to the appropriate fixed capital (plant and equipment) accounts. Any maintenance costs incurred on such plant shall be charged to
the appropriate maintenance accounts. (See Case 103.)'
CASE 43.

Query. To what account should be charged the cost to the company of sidewalks on public streets abutting the company's property?
Answer. Account No. 211, " L a n d " (Class C, account No. 210).
CASE 44.

Query. What should be the accounting for pay station and other signs ?
Answer. Signs shall be classified and accounted for as follows :
(1) General company signs, usually showing name of company and of a somewhat permanent character—
(a) Cut in stone or painted on buildings or general equipment: If in connection with company-owned buildings or equipment, charge appropriate
fixed capital (or plant and equipment) account for buildings, general equipment, etc.
(b) Metal or wooden signs : Class as general equipment and charge appropriate fixed capital (or plant and equipment) account.
(c) Repairs and replacements shall be treated in the same manner as
repairs and replacements of other telephone plant.
(2) Departmental signs, usually placed on doors, windows, or walls for the
guidance of the public, but not for the purpose of attracting traffic, and generally
of relatively short life: Charge appropriate expense account of particular department involved, except for the first cost of signs in a new company-owned
building, which should be treated as part of the cost of the building.
(3) Public signs, installed to attract traffic and for guidance to public pay
stations—
(a) If of relatively large value and long life, e. g., large electric signs,
class as general equipment and charge appropriate fixed capital (or plant
and equipment) account. Expenses in connection with such signs shall be
charged to account No. 642, "Advertising " (Class C, No. 680).
(b) If of small value or short life, e. g., metal, glass, paper, cardboard,
or decalcomania devices, charge the cost to account No. 642 (Class C, No.
680).
CASE 45.

Query. To what account should be charged the cost of a retaining wall built
on a company-owned lot?
Answer. Account No. 212, "Buildings" (Class C, account No. 210).
CASE 46,

Query. Should account No. 212, "Buildings" (Class C, account No. 210), include all items classified in the definition of this account without regard to the
amount involved?

18
Answer. No. When single additions to or replacements in buildings are of
small amount (for example, less than $5), the expenditure may be charged
direct to the operating expense accounts or through the clearing accounts.
(See Case 25.)
CASE 47.

Query. How should company-owned telephone equipment, installed and maintained by a railroad company or by other lessee, be carried in the asset accounts?
Answer. Charge the cost to the telephone company of such items to account
No. 220, " Central office equipment," or account No. 230, "Station equipment,"
or the subaccounts thereunder (Class C, account No. 220 or No. 230), as may
be appropriate.
CASE 48.

Query. To what account should be charged the cost of protectors installed in
connection with central-office telephone equipment?
Answer. Such protectors when installed within a central-office building,
whether mounted on the main distributing frame, or on racks, or in a box attached to the interior building wall, shall be charged to account No. 221, " Central-office telephone equipment" (Class C, account No. 220). If mounted outside
the building, the charge shall be made to the appropriate cable or wire account.
CASE 49.

Query. To what account should be charged the cost of creating phantom
circuits?
Answer. Account No. 221, "Central office telephone equipment" (Class C, account No. 220), and the appropriate cable or wire accounts (exchange or toll),
according to the class of plant worked upon.
CASE 50.

Query. To what account should be charged the cost of a balcony built to reach
the upper part of the main frame?
Answer. Account No. 221, "Central office telephone equipment" (Class C,
account No. 220).
CASE 51.

Query. To what account should be charged the cost of loading coils installed
on poles, or in test stations and central offices?
Answer. Loading coils designed primarily for use on poles should be charged
to the same account as is charged the circuit of which they are a part, even
though such loading coils may occasionally be used in central offices or test
stations.
Loading coils designed primarily for use in central offices should be charged
to account No. 221, " Central office telephone equipment" (Class C, account
No. 220).
CASE 52.

Query. To what account should be charged the initial cost of furniture and
fixtures and the cost of repairs and replacements thereof?
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Answer. (1) The first cost of furniture and fixtures shall be charged to the
fixed capital accounts as follows:
Class A and B companies charge to—
No. 222. "Other equipment of central offices."—Furniture and fixtures in
the operating and terminal rooms of central offices, in operators'
schools and in rest and lunch rooms.
No. 235. "Booths and special fittings."—Furniture and fixtures at public
pay stations.
No. 261. "Office furniture and fixtures."—Furniture and fixtures in general
offices, division offices, and plant, traffic and commercial offices.
No. 262. "General shop equipment."—Furniture and fixtures in shops.
No. 263. "General store equipment."—Furniture and fixtures in storerooms
and storehouses.
No. 264. "General stable and garage equipment."—Furniture and fixtures
in stables and garages.
Class C companies charge to—
No. 220. " Central office equipment."—Furniture and fixtures in the operating and terminal rooms of central offices, in operators' schools
and in rest and lunch rooms.
No. 260. " General equipment."—Other furniture arid fixtures.
(2) The cost of repairs of furniture and fixtures, and of replacements when
provision for replacements has not been made in the depreciation reserve shall
be charged to the operating expense and clearing accounts, as follows:
Class A and B companies charge to—
No. 604. " Repairs of central office equipment."—The expense on furniture
and fixtures carried in account No. 222.
No. 605. " Repairs of station equipment."—The expense on furniture and
fixtures carried in account No. 235.
No. 666. " Other general office supplies and expenses."—The expense on
furniture and fixtures carried in account No. 261, except where
separate offices are maintained for the plant, traffic, or commercial forces, in which case the expenses should be charged
to accounts Nos. 706, 621 to 633, inclusive, or 640 to 650, inclusive,
respectively.
No. 701. " Shop expense."—The expense on furniture and fixtures in shops.
No. 702. " Stable and garage expense."—The expense on furniture and fixtures in stables and garages.
No. 704. " Supply expense."—The expense on furniture and fixtures in storerooms and storehouses.
Class C companies charge to—
No. 610. " Repairs of equipment."—The expense on furniture and fixtures
carried in account No. 220.
No. 680. " Other general expenses."—The expense on furniture and fixtures
carried in account No. 260.
(3) The cost of replacements of furniture and fixtures, when provision for
the replacements has been made in the Depreciation Reserve, shall be handled
through the fixed capital (or plant and equipment) accounts; that is, the
cost of the property retired or replaced shall be credited to the appropriate
fixed capital (or plant and equipment) accounts and the new property shall
be charged thereto.
(4) Inventories or appraisals of the furniture and fixtures in use should,
from time to time (preferably annually), be made at cost prices (estimated, if
not known) and the fixed capital (plant and equipment) accounts shall be
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adjusted to the inventoried or appraised figures by charging or crediting the
appropriate expense accounts or the depreciation reserve, if the latter account
is affected.
(5) Companies whose investment in furniture and fixtures is not set up in
accordance with the foregoing paragraphs may, upon obtaining special authority
from the Commission, make the necessary adjustments in their fixed capital
(plant and equipment) accounts.
(6) When furniture is used jointly by two or more departments, the principal function for which it is used should determine the fixed capital (plant
and equipment) account to which the initial costs should be charged. Repairs
and replacements of such furniture should be charged to the particular account
under (2) or (3) above, in conformity with the plant account to which the
cost of the furniture was charged.
CASE 53.

Query. What should be the accounting for the cost of awnings, door and
window screens, window shades, and analogous items when installed in owned
buildings?
Answer. These items are classed as furniture and fixtures and the initial
cost, the cost of replacements, and the cost of repairs shall be accounted for
in the same manner as for furniture and fixtures. (See Case 52.)
However, when a building is occupied by several departments of a telephone
company, the cost of awnings, door and window screens, window shades, and
analogous items, wherever installed, may at the option of the accounting company be charged to account No. 261, " Office furniture and fixtures " (Class C,
account No. 260) ; in such cases, the maintenance expenses shall be charged to
account No. 707, "House service expense" (Class C, account No. 640).
CASE 54.

Query. What accounts should be charged with the cost of chemical fire
extinguishers ?
Answer. Such equipment should be classed as furniture and fixtures and
charged accordingly. (Bee Case 52.)
CASE 55.

Query. To what account should be charged the cost of "order table systems "
installed for the use of department stores or other subscribers?
Answer. The cost of the order table, including the table wiring, equipment,
table telephone sets and cost of installation, shall be charged to account No.
234, "Private branch exchanges" (Class C, account No. 230).
CASE 56.

Query. To what account should be charged the cost of pumping water out of
manholes and of cleaning manholes and ducts to permit installation of new
cable or for repair work on existing cables?
Answer. The expense of necessary pumping or cleaning in connection with the
maintenance or operation of the plant shall be charged to account No. 603,
"Repairs of underground plant" (Class C, account No. 600).
The cost of any pumping or cleaning in connection with new construction and
not necessary in the maintenance or operation of the plant shall be charged to
the appropriate fixed capital (plant and equipment) accounts.
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C A S E 57.

Query. To w h a t account should be charged the installation cost of bridlewire cables used to connect open-wire circuits with cable circuits or w i t h central
office equipment?
Answer. W h e n used to connect open-wire circuits w i t h cable circuits, charge
aerial, underground, or submarine cable, toll or exchange, in accordance w i t h
the classification of t h e cable connected.
When used to connect open-wire circuits with central-office equipment, charge
aerial or underground cable, toll or exchange, in accordance with t h e n a t u r e of
t h e r u n to the central office, and t h e classification of t h e circuits on t h e pole line.
C A S E 58.

Query. To what account should be charged t h e cost of electrolytic surveys
made to ascertain the cable protection needed against electrolysis?
Answer. The original cost shall be charged to the cable construction account
or accounts involved. L a t e r surveys made during t h e life of such cable shall
be charged to t h e repair accounts.
C A S E 59.

Query. A type of cable is inclosed in a sheath of oakum and steel a n d is
used underground without conduit or concrete. To w h a t account should be
charged the cost in place of such cable, including t h e cost of trench digging?
Answer. Account No. 245, " Exchange underground cable," or No. 255, " Toll
underground cable " (Class C, accounts Nos. 240 or 250), as may be appropriate.
CASE

60.

Query. To w h a t account should be charged the cost of a bond or negative
r e t u r n attached to the cable sheath, together with a n electrolysis bond opener
connected therein, and of plant to c a r r y such a p p a r a t u s ?
Answer. Charge the cost of the bond or negative r e t u r n and t h e bond opener
to the same account as t h e cable protected. Charge the cost of the ducts, cross
arms, poles, right of way, etc., used to carry such a p p a r a t u s (or any portion
thereof paid for by t h e accounting company) to the regular fixed capital (or
plant and equipment) accounts. Attachment r e n t a l s paid to other companies
for such privileges shall be charged account No. 332, " Rent deductions for
conduits, poles and other s u p p o r t s " (Class C, account No. 680).
CASE

61.

Query. To w h a t account should be charged t h e expense of special protection
a t a high potential line crossing?
Answer. W h e t h e r installed on t h e company's telephone lines or on t h e high
potential line, charge account No. 241, " Exchange pole lines," or account No.
251, " T o l l pole l i n e s " (Class C, account No. 240 or No. 250), as may be
appropriate w i t h the original cost of t h e protective work, and charge any subsequent repairs thereon to account No. 602, " R e p a i r s of aerial p l a n t " (Class C,
account No. 600).
CASE

62.

Query. I s it permissible to adjust the fixed capital accounts for general equipment upon the basis of periodical inventories to correct discrepancies arising
during t h e y e a r ?
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Answer. Yes. Adjustments to correct discrepanies arising during the current
year may be made in accounts Nos. 260 to 265, inclusive (Class C, account No.
260). Concurrent charges or credits should be made to the appropriate expense
accounts or to the depreciation reserve account, if the latter is affected. (See
Case 52).
CASK 63.

Query. To what account should be charged the cost of cabinets, frames, and
plates used with addressing machines?
Answer. The cabinets shall be charged to account No. 261, " Office furniture
and fixtures" (Class C, account No. 260).
The frames, plates (or cards), and similar material, when purchased for
revenue accounting purposes, should be charged to account No. 646, " Revenue
accounting," otherwise to the appropriate expense account for printing and stationery (Class C, account No. 680).
CASE 64.

Query Is it permissible to charge to account No. 268, " Interest during construction " (Class C, account No. 270) interest on the company's working funds
used in construction work? If so, to what account should such interest be
credited ?
Answer. Account No. 268, " Interest during construction " (Class C, account
No. 270) may be charged with interest accruing on the company's working
funds used in construction work. If this is done a subaccount under account
No. 313, "Interest revenues" (Class C, account No. 320) shall be credited.
CASE 65.

Query. To what account should be charged insurance premiums paid on
construction material or on equipment or structures under construction?
Answer. Insurance premiums paid on construction material or on equipment
or structures under construction shall be charged to specific plant accounts
when direct allocation to such plant accounts is possible.
When such allocation is not possible, apportion the cost of premiums over
the appropriate plant accounts or charge to account No. 274, "Miscellaneous
construction expenditures" (Class C, account No. 270).
CASE 66.

Query. What should be the accounting for premiums on liability insurance
covering accidents to persons or damages to the property of others during construction or operations?
Answer. Charge the cost of premiums to account No. 668, " Insurance " (Class
C, account No. 680). Subsequently, the proportion of the premiums applicable
to construction shall be credited to account No. 668 (Class C, 680) and charged
to the particular plant accounts where direct allocation is possible. When
such allocation is not possible, apportion the cost of premiums over the appropriate plant accounts or charge to account No. 274, "Miscellaneous construction
expenditures" (Class C, account No. 270).
Premiums incident to construction work only shall be charged direct to the
plant accounts affected or to account No. 274 (Class C, No. 270).
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CASE 67.

Query. When funded debt securities which mature serially are sold in one
lot at a flat discount rate upon the entire par value, how should the discount
be amortized?
Answer. The discount and expense shall be charged to account No. 135, "Unamortized debt discount and expense" (Class C, account 150) and amortized
through charges to account No. 338, "Amortization of debt discount and expense " (Class C, account 370) in such manner that the ratio between the
amortization charges and the principal of the securities outstanding will be
uniform for all fiscal periods.
For example: A company issues five $1,000 bonds, one maturing each year.
The debt discount and expense on the issue are $450. The distribution of the
discount and expense should be as follows:
First year, principal outstanding, $5,000; amortization charge (rate, 3 per
cent), $150.
Second year, principal outstanding, $4,000; amortization charge (rate, 3 per
cent), $120.
Third year, principal outstanding, $3,000; amortization charge (rate, 3 per
cent), $90.
Fourth year, principal outstanding, $2,000; amortization charge (rate, 3 per
cent), $60.
Fifth year, principal outstanding, $1,000; amortization charge (rate, 3 per
cent),. $30.
CASE 68.

Query. To what account should be charged the cost of printing handbooks containing plant-accounting instructions and the cost of badges furnished plant department
employees?
Answer. Account No. 706, "Plant supervision expense" (Class C, account No. 640).
CASE 69.

Query. To what account should be charged the expense of an examination of
titles of real property and other matters affecting the validity of an issue of
bonds?
Answer. If such expense is incurred in connection with the issuance of bonds
it shall be charged to account No. 135, " Unamortized debt discount and expense" (Class C, account No. 150) and written off by charges to account No.
338, "Amortization of debt discount and expense" (Class C, account No. 370).
If the expense has been incurred in a suit to test the validity of the bond
issue it shall be charged to account No. 667, " General law expenses " (Class C,
account No. 680).
CASE 70.

Query. How should the phrase " include as nearly as may be possible the
total amount of the taxes in the period to which they apply," given in section
16, page 47, of the Uniform System of Accounts for Class A and B companies,
be applied?
Answer. (1) Tax assessments for the Federal income tax, State gross
revenue taxes and other large and important taxes pertaining to definite and
known fiscal periods of the Federal Government, State or other large taxing
districts, should be accrued through the months of the fiscal period to which
the tax applies. At the end of a company's fiscal year, the sum of the monthly
34286°—16
4
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accruals should equal the estimated liability of the company as of that date
for this class of taxes and, at the end of the period for which any tax is assessed, the accruals should equal the total of the tax assessment.
(2) Tax assessments, such as for school taxes, property taxes, poll taxes,
wire mileage taxes, etc. (comprising the major portion of tax items), usually
assessed by local authorities and covering fiscal periods more or less uncertain,
may be accrued through the months of the fiscal period in which they must be
paid. At the end of the company's fiscal year, the monthly accruals made
during the year should equal payments. In making accruals, it is unnecessary
to consider each tax separately, but rather the whole class should be considered by means of general comparisons with similar periods of preceding years,
expected changes, etc.
CASE 71.

Query. "What should be the accounting for taxes on materials and supplies
carried in stock?
Answer. Taxes on materials and supplies carried in stock should, as a general
rule, be charged to account No. 305, "Taxes assignable to operations" (Class
C, account No. 350). In specific cases, however, where materials and supplies
are definitely assigned to be used in construction work, the proportion of taxes
applicable to such materials and supplies may be allocated to the appropriate
plant accounts or charged to account No. 273, "Taxes during construction"
(Class C, account No. 270).
CASE 72.

Query. When the expenses of a State utilities commission are borne by the
utilities and apportioned among them, to what account should be charged a
company's proportion of such expenses?
Answer. Account No. 305, "Taxes assignable to operations" (Class C, No.
350).
CASE 73.

Query. To what accounts should be charged the cost, when borne by the company, of internal revenue stamps required under the act entitled "An act to
increase the internal revenue, and for other purposes," approved October 22,
1914?
Answer. The cost of internal revenue stamps purchased directly from the
Government or its agents should, as a general rule, be charged to account No.
305, "Taxes assignable to operations" (Class C, account No. 350). In important and exceptional cases other appropriate accounts shall be charged; e. g.,
the expense of stamps in connection with new issues of capital stock shall be
charged to account No. 201, "Organization" (Class C, account No. 200) ; the
expense of stamps in connection with new construction work shall be charged
to the appropriate fixed capital (plant and equipment) accounts, and the expense of stamps in connection with the issuance of funded debt shall be charged
to account No. 135, "Unamortized debt discount and expense" (Class C, account: No. 150) and amortized over the life of the debt.
Indirect expenditures for internal revenue stamps shall be charged to the
appropriate departmental or other accounts; e. g., when an express company
affixes stamps to bills of lading and transfers the charge to the telephone company the cost should be included as a part of the cost of transportation.
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CASE 74.

Query. To what account should franchise taxes paid periodically be charged?
Answer. Account No. 305, " Taxes assignable to operations " (Class C, account No. 350).
CASE 75.

Query. To what account should be credited rentals from instruments leased
to connecting companies?
Answer. Account No. 311, "Miscellaneous rent revenues" (Class C, account
No. 320). This does not apply to the case where instruments and general
supervision are furnished under an agreement for apportioning the revenues
of the licensee. In this case, account No. 526, "Licensee revenue—Cr." (Class
C, account No. 530) shall be credited.
CASE 76.

Query. When in connection with collateral trust bonds, the trustee holds
certain securities against the contingency of default by the debtor company,
the income on such collateral being the property of the debtor company, to
what account should such income be credited?
Answer. Account No. 312, " Dividend revenues " or account No. 313, " Interest
revenues " (Class C, account No. 320) as may be appropriate.
CASE 77.

Query. What is the significance of the phrase " if the fund is required to be
represented by a reserve " in Note B under Class A and B account No. 314,
" Sinking and other reserve fund accretions "?
Answer. The phrase refers to the provision of the deed of trust or other
contract, or to the policy of the company, and not to any requirement of the
Uniform System of Accounts.
CASE 78.

Query. The text of accounts No. 335, " Interest deductions for funded debt"
(Class C, account No. 360), and No. 314, " Sinking and other reserve fund accretions," excludes interest on securities issued or assumed by the company.
A company has in a sinking fund both securities of its own issue and securities
assumed by it, the interest on which under the terms of the mortgage is to
accumulate in the fund. What should be the accounting for such interest?
Answer. If the deed of trust or policy of the company requires that the interest
accruing on such securities accumulate to the sinking fund, the accounting for
the interest shall be as follows:
(1) Class A and B companies shall charge amounts equal to such interest
to account No. 350, "Appropriations of income to sinking and other reserve
funds," and credit similar amounts to account No. 172, " Surplus invested in
sinking funds." When the cash is turned over to the trustees, or to the fund,
charge account No. 125, " Sinking fund assets," and credit account No. 113,
" Cash." If no reserve is to be set up to cover the fund the charge to account
No. 350 and credit to account No. 172 should be omitted.
(2) Class C companies shall charge amounts equal to such interest to account
No. 370, " Miscellaneous charges to income," and credit a subaccount under
account No. 195, entitled " Surplus invested in sinking funds." When the cash
is turned over to the trustees or to the fund, charge account No. 140, " Special
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funds," and credit account No. 115, " Cash." If no reserve is to be set up to
cover the fund, the charge to account No. 370 and credit to account No. 195
should be omitted.
CASE 79.

Query, To what account should be charged the amounts of bills covering the
sale of small quantities of supplies or the cost of work done for others, which
have proved to be uncollectible?
Answer. Account No. 323, "Uncollectible nonoperating revenues" (Class C,
account No. 680). Charges to subscribers for moves and changes of telephone
equipment which have been credited to account No. 607, " Station removals
and changes" (Class C, account No. 620), in anticipation of collection, and
which have proved to be uncollectible, shall be charged to account No. 607
(Class C, No. 620).
CASE 80.

Query. What should be the accounting for maintenance and operating expenses in connection with, and rents received from, space leased to others in
buildings partly occupied by the telephone company?
Answer. If the expenses of maintaining and operating the rented portion can
be separated accurately from the expenses on the portion used by the company,
such expense shall be charged to account No. 320, " Rent expense " (Class C,
account No. 320), and the rent received shall be credited to account No. 311,
" Miscellaneous rent revenues " (Class C, account No. 320). The expense on the
portion of building used by the company shall be charged to the appropriate
operating expense accounts.
If the expense on the rented portion can not be separated accurately, the
entire expense shall be charged to the operating expense accounts, and the
rent received shall be credited to account No. 505, " Minor rents of exchange
plant" (Class C, account No. 500) if building is used by the company exclusively for exchange purposes, to account No. 515, " Minor rents of toll plant "
(Class C, account No. 510) if building is used exclusively for toll purposes, or
to account No. 524, "Rents from other operating property" (Class C, account
No. 520) if building is used for both exchange and toll purposes.
In the case of a large property, where the company uses only a minor portion
and the expenses can be apportioned on an equitable basis, it is desirable
to use accounts Nos .311 and 320 (Class C, No. 320).
CASE 81.

Query. What should be the accounting when a lessee company pays interest
or dividends on the securities of a lessor company in accordance with the terms
of the rental agreement between them ?
Answer. The amounts so paid shall be charged by the lessee to account
No. 330, "Rent deductions for lease of telephone plant" (Class C, account No.
370), and credited by the lessor to account No. 310, "Rent revenues from lease
of telephone plant" (Class C, account No. 320).
CASE 82.

Query. To what account should be charged the cost of minor work done in
lieu of cash payments for pole locations, poles, and other supports, e. g., main-
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tenance of telegraph lines of a railroad company in return for right-of-way
privileges ?
Answer. Account No. 602, " Repairs of aerial plant " (Class C, account No.
600).
CASE 83.

Query. To what account should be charged amounts paid periodically to a
railroad company for permission to cross its right of way, the right being
reserved to revoke the permission at pleasure?
Answer. Account No. 334, " Miscellaneous rent deductions" (Class C, account No. 680).
CASE 84.

Query. To what account should be charged rents paid for pole locations?
Answer. Account No. 332, " Rent deductions for conduits, poles, and other
supports" (Class C, account No. 680).
CASE 85.

Query. To what account should be charged rents paid for the use of circuits?
Answer. Account No. 334, "Miscellaneous rent deductions" (Class C, account No. 680).
CASE 86.

Query. What should be the accounting when property leased by the accounting company is subleased, in whole or in part, to others?
Answer. Property subleased to others shall be accounted for as if the accounting company were leasing its own property.
If, however, the accounting company acts only in the capacity of an agent
without profit in leasing property for others, the receipts from lessee and the
payments to lessor may be applied to the same primary account or cleared
through a suspense account.
CASE 87.

Query. The coupons on certain securities contain a stipulation that if not
paid on date of maturity the coupons shall bear interest from that date. To
what account should the interest on the coupons be charged?
Answer. Account No. 336, " Other interest deductions" (Class C, account
No. 360).
CASE 88.

Query. A company sells short-term notes because the money market does not
warrant the sale of the bonds which are deposited as collateral for the notes.
Is it permissible to spread the discount on the notes over the life of the bonds,
treating the sale and retirement of both notes and bonds as one transaction?
Answer. The sale and retirement of the notes shall be separately considered
and the discount suffered on the notes shall be charged to account No. 336,
" Other interest deductions" (Class C. account No. 360).
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CASE 89.

Query. To what account should be charged interest paid on taxes overdue
and unpaid?
Answer. Account No. 336, " Other interest deductions" (Class C, account
No. 360).
CASE 90.

Query. What should be the accounting treatment in connection with delayed
items of revenue, expense, or income?
Answer. Delayed items of revenue, expense, or income shall be credited or
charged to the same account as would have been credited or charged if the
items had been taken up in the period to which they pertained. If, however,
the amounts involved are deemed sufficient to impair comparisons unduly and
the company does not desire to charge them to the current accounts, adjustments may be made through the surplus or deficit accounts (Class A and B,
accounts Nos. 401 and 417; Class C, account No. 195) upon obtaining special
authority from the Interstate Commerce Commission.
CASE 91.

Query. What should be the accounting treatment in connection with adjustments of errors in the revenue, expense, and income accounts of a prior fiscal
year ?
Answer. Errors in the revenue, expense, and income accounts of a prior fiscal
year should be adjusted through the revenue, expense, and income accounts,
respectively, of the year in which the errors are discovered. If, however, the
amounts involved are deemed sufficient to impair comparisons unduly and the
company does not desire to charge them to the current accounts, adjustments
may be made through the surplus or deficit accounts (Class A and B, accounts
Nos. 401 and 417; Class C, account No. 195) upon obtaining special authority
from the Interstate Commerce Commission.
CASE 92.

Query. To what account should be credited an amount received for the surrender of an unexpired lease on property?
Answer. Account No. 401, "Miscellaneous additions to surplus" (Class C,
account No. 195).
CASE 93.

Query. When the securities of a telephone company are reacquired, and then
resold at a price other than par, what should be the accounting for the difference
between the sale price and the par value?
Answer. Credit any profit to account No. 401, " Miscellaneous additions to
surplus" (Class C, account No. 195), and debit any loss to account No. 417,
"Other deductions from surplus" (Class C, account No. 195). The discount
and premium accounts referred to in section 6, " Discount and premium on
capital stock," and section 7, " Discount, expense and premium on funded debt,"
in the Uniform System of Accounts (Class C, accounts Nos. 150 and 190), are
provided only for the initial sales of securities and are not applicable to the
class of transaction under consideration.
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C A S E 94.

Query. What should be the accounting for funds on deposit with a bank
which has failed?
Answer. Pending the determination of the actual loss, such amounts shall be
carried in account No. 136, "Other suspense " (Class C, account No. 150). When
determined, the amount lost shall be charged to account No. 675, " Other general expenses" (Class C, No. 680); amounts recovered thereafter shall be
credited to account No. 675 (Class C, No. 680).
CASE 95.

Query. What should be the accounting for amounts billed subscribers under
the following conditions:
(1) When the bill is rendered in gross amount and a discount allowed for
payment within a specified period.
(2) When the bill is rendered in net amount and an additional amount is
charged to subscribers who do not make settlement within a specified period.
Answer. (1) Either the gross or net amount of the bills may be recorded on
the subscribers' ledger at the time the bills are rendered.
(a) If the gross amount of the bills is recorded on the subscribers'
ledger, such discounts as are taken by subscribers shall be credited to their
accounts and charged to account No. 500, " Subscribers' station revenues"
(Class C, account No. 500), or other account to which the gross amount of
the bill was previously credited.
(b) If the net amount of the bills is recorded on the subscribers' ledger,
discounts neglected shall be entered against the appropriate subscribers'
accounts at the end of the discount period and credited to account No. 500,
"Subscribers' station revenues" (Class C, account No. 500), or other
account to which the net amount of the bill was previously credited..
(2) The net amount of the bill shall be recorded on the subscribers' ledger.
When the specified time for payment expires, the additional amount charged
shall be entered against the accounts of such subscribers as have not made
settlement and credited to account No. 500, " Subscribers' station revenues"
(Class C, account No. 500), or other account to which the net amount of the
bill was previously credited.
CASE

96.

Query. The text of Class A and B account No. 304 permits companies to
carry a subaccount under account No. 118, " Due from subscribers and agents,"
comprising a reserve for uncollectible revenue accounts. If this subaccount is
kept, should it be closed out at the end of each year or may a balance be
carried forward to the succeeding year?
Answer. If this method of accounting for uncollectible operating revenues
is followed, there should be carried forward in this subaccount to the succeeding year a balance representing as nearly as possible that proportion which will
prove to be uncollectible of the total amount of outstanding bills for operating
revenues.
If Class C companies desire to set up a reserve for uncollectible operating
revenues, monthly charges should be made to account No. 370, " Miscellaneous
charges to income," and concurrent credits to a subaccount under account No.
125, "Due from subscribers and agents." The balance in this subaccount at the
end of the year should be treated as provided in the above paragraph. (See
Case 97.)
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CASE 97.

Query. What should be the accounting for operating revenues charged off as
uncollectible but recovered later upon resumption of service or otherwise?
Answer. Credit the subaccount comprising the reserve for uncollectible accounts under account No. 118, "Due from subscribers and agents" (Class C,
accounts No. 125), if such subaccount is kept; otherwise credit account No. 304,
"Uncollectible operating revenues " (Class C, account No. 370). (See Case 96.)
CASE 98.

Query. To what account should be charged permit fees paid to municipalities,
counties, and other governmental bodies in connection with the initial location
of poles or conduits?
Answer. Account No. 207, " Right of way " (Class C, accounts Nos. 240 or
250, as may be appropriate).
CASE 99.

Query. To what account should be credited amounts received from other telephone companies as compensation for the terminal handling of toll messages?
Answer. Account No. 510, "Message Tolls" (Class C, account No. 510). In
general, message toll revenue includes (1) the revenue from messages transmitted entirely over the company's own toll lines, (2) the company's proportion of revenue (usually termed "prorate" or "mileage") from messages
transmitted partly over the company's own toll lines and partly over the toll
lines of other companies, (3) amounts received as compensation for switching messages between the toll lines of other companies, and (4) commissions or
amounts representing a division of revenue received as compensation for originating or terminating toll messages of other companies.
CASE

100.

Query. What should be the accounting for slugs, etc., and for counterfeit or
mutilated coins collected from coin box stations?
Answer. Any necessary adjustment for such items shall be made through
the Operating Revenue accounts since these shall include in such cases only
the face value of the legal tender coin collected.
CASE 101.

Query. To what account should be charged amounts paid subscribers for
directory or traffic service errors affecting telephone service?
Answer. Abatements of charges billed subscribers when allowed for directory
or traffic service errors affecting telephone service shall be charged to the operating revenue account or accounts previously credited with respect to the particular service. (See sec. 19, p. 60, for Class A and B companies; accounts
500 and 510 for Class C companies.) Any additional payments resulting from
such errors shall be charged to account No. 669, "Accidents and damages"
(Class C, account No. 680).
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CASE

102.

Query. To what account should be charged amounts paid in connection with
errors in directory advertising?
Answer. Abatements of charges allowed for directory advertising errors shall
be charged to account No. 523, "Advertising and directory " (Class C, account
No. 520). Any additional payments resulting from such errors shall be charged
to account No. 669, "Accidents and damages" (Class C, account No. 680).
CASE 103.

Query. What should be the accounting when telephone service is given at
other than standard rates?
Answer. (1) If given to employees, ministers, charitable institutions, etc.,
credit the revenue accounts with the actual amounts, if any, charged for the
service. No adjustment shall be made between the revenue and other accounts
for the reduction from standard rates.
(2) If given in accordance with specific franchise requirements, including
service given to municipalities for right of way, pole location, etc., charge the
standard rates for such service to account No. 673, " Telephone franchise requirements " and credit similar amounts to account No. 676, " Telephone
franchise requirements—Cr." (Class C, companies shall not include such items
in either the revenue or expense accounts). (See Case 42.)
(3) If given for specific return other than to municipalities, e. g., for rights
of way, advertising, etc., credit the revenue accounts at the standard rates
for such service. Any reduction from standard rates shall be charged to the
appropriate expense or income deduction account.
CASE 104.

Query. To what accounts should the exchange revenue from hotel or
department store contracts and from guarantee coin box exchange service be
credited ?
Answer. 1. When such service is established specifically for general public
use, the revenue shall be credited to account No. 501, " Public pay station
revenues" (Class C, account No. 500) as follows:
(a) The total amount of the exchange service revenue billed under contract, or the amount collected with respect to exchange service from the
coin box if equal to or in excess of the guarantee. Any commission or
amount retained by or paid to the guarantor shall be charged account No.
648, " P a y station commissions" (Class C, account No. 680).
(b) The full amount of the guarantee if the amount collected from the
coin box with respect to exchange service is less than the guarantee.
(2) When such service is not established specifically for general public use,
the exchange service revenue billed or the full amount of the guarantee, plus
whatever net additional amount is due the telephone company, shall be credited
to account No. 500, " Subscribers' station revenues " (Class C, account No. 500).
(3) In exceptional cases when a telephone system, owned by a hotel, store,
or other establishment, receives central-office service from the company, the
revenue shall be credited to account No. 503, " Service stations" (Class C,
account No. 500).
CASE 105.

Query. What is the proper accounting for messenger service receipts and
disbursements which are incident to delivering messages and notifying persons
of calls at telephone stations?
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Answer. Messenger service revenue from subscribers and other telephone
companies shall be credited to account No. 520, "Messenger service" (Class C,
account No. 520).
The salaries paid to messengers who are in the company's employ shall be
charged to account No. 630, "Messenger service" (Class C, account No. 660).
Amounts paid to messengers who are not in the company's employ and amounts
collected for and paid to other telephone companies for messenger service shall
be charged to account No. 520, "Messenger service" (Class C, account No. 520).
CASE

106.

Query. To what account should be credited the rent received for rooms
leased to the local manager for personal (nonofficial) use in a building rented
by the telephone company for central office purposes?
Answer. Account No. 505, " Minor rents of exchange plant" (Class C, account No. 500) if building is used by the company exclusively for exchange
purposes, to account No. 515, "Minor rents of toll plant" (Class C, account
No. 510) if building is used exclusively for toll purposes, or to account No.
524, " Rents from other operating property" (Class C, account No. 520) if
building is used for both exchange and toll purposes.
CASE

107.

Query. To what account should be credited unclaimed refunds on telephone
service?
Answer. Account No. 525, "Other miscellaneous revenue" (Class C, account
No. 520).
CASE

108.

Query. To what account should be credited unclaimed subscribers' deposits,
dividends, and wages?
Answer. Such items should be carried under the appropriate accounts payable until the expiration of the company's liability. At the end of a fiscal
year, or more frequently if advisable, items which have been carried for the
required period shall be credited to account No. 401, "Miscellaneous additions
to surplus" (Class C, account No. 195).
CASE

109.

Query. To what account should be credited revenue received from "battery
taps," i. e., electrical power furnished others from the central office batteries?
Answer. Account No. 525, "Other miscellaneous revenue" (Class C, account
No. 520).
CASE

110.

Query. When the duties of employees are varied and a small amount of time
is spent on each duty, thus affecting a number of accounts, is it required that
their pay and expense be distributed on the basis of the actual time spent?
Answer. The pay and expenses of employees shall be distributed to the accounts as nearly as may be possible on basis of the time actually spent on each
class of work. However, if the time is so split up as to make such a distribution
impracticable, and if the employee does the same classes of work from day to
day, his pay and expenses may be distributed by the use of percentages based
on a study of the time actually spent in a representative period, such percentages being corrected from time to time as the facts warrant.
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CASE 111.

Query. When one department performs services or prepares data for another
department, should any transfer of expense be made in the accounts?
Answer. When, in the ordinary conduct of business, it is necessary that one
department perform services for or furnish data to another department, no
transfer of expense is required.
Where the employees of one department perform an extensive service which
is the function of another department, the expense shall be transferred to
such department and charged to the accounts affected; but no transfer of
expense is required to be made for incidental services performed for one department by another. For example, if the traffic department rates and sorts toll
tickets, makes check ledger entries, and prepares reports to facilitate the work
of the department performing the function of revenue accounting, such service
being incidental to the work of the traffic department, the expense may be borne
by the traffic department.
CASE

112.

Query. To what account should be charged the pay and expenses of managers at small exchanges who are engaged in constructing and maintaining
the plant and in traffic and commercial operations?
Answer. Construction and maintenance costs shall be charged to the appropriate fixed capital (plant and equipment) and maintenance accounts, respectively, and the remainder shall be distributed to the appropriate traffic and commercial expense accounts. If it is impracticable to distribute the charges to
the traffic and commercial expense accounts on the basis of actual time spent,
the distribution may be made on a percentage basis.
CASE 113.

Query. To what account should be charged the commissions paid to exchange
agents or managers in lieu of salary, operating expenses, etc.?
Answer. Any construction or maintenance costs having been first deducted
and charged to appropriate accounts, the remainder shall be divided between
Traffic and Commercial Expenses by means of percentages agreed upon by these
departments. Class C companies, after charging construction and maintenance
accounts according to fact, shall charge the remainder to account No. 670, " General office salaries."
CASE 114.

Query. To what account should be charged the pay and expenses of foremen
and subforemen of repair gangs?
Answer. Their pay and expenses shall be distributed over the various maintenance accounts in the same manner as that of employees under their supervision. The repair accounts shall include the cost of direct supervision such
as that of the foremen and subforemen while the cost of general maintenance
supervision such as that of the general, divisional, and district plant superintendents shall be charged to account No. 601, " Supervision of maintenance"
(Class C, account No. 670).
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CASE

115.

Query. To w h a t account should be charged the pay and expenses of troublemen engaged to some extent in traffic work?
Answer. T h e pay and expenses of troublemen shall be distributed to the several maintenance, traffic, or other accounts involved in their work. (See Cases
110 and 111.)
CASE

116.

Query. To w h a t account should be charged the pay and expenses of w i r e
chiefs?
Answer. T h e pay and expenses of w i r e chiefs shall be distributed to t h e several maintenance, traffic, or other accounts involved in their work. (See Cases
110 and 111.)
CASE

117.

Query. Must specific authorization be obtained from the I n t e r s t a t e Commerce Commission whenever it is desired to spread over a period large items
of expense due to judgments, fires, accidents, strikes, etc.?
Answer. Such items may be spread over two or more months of a single
calendar year without specific authority from the Commission.
If Class A and B companies desire to extend into the succeeding year charges
provided for in section 24, page 68, of the Uniform System of Accounts, and if
Class C companies desire to spread similar expense over succeeding years, special authorization must be obtained.
CASE

118.

Query. W h a t should be the accounting for additional pay allowed employees
for loyal service and overtime work during a strike?
Answer. Charge the accounts to which t h e regular pay of t h e employees is
chargeable.
CASE

119.

Query. A company is required by a city ordinance to cut a n d replace overhead wires when it is necessary to move a building across or along t h e street.
To w h a t account shall such expense be charged?
Answer. Account No. 602, " R e p a i r s of aerial p l a n t " (Class C, account No.
600).
CASE

120.

Query. W h a t should be the accounting for t h e expense of m a k i n g changes a t
cable terminals on account of changing service from one-party to two-party
lines, or vice versa, and on account of reassociation of p a r t y lines?
Answer. Charge account No. 602, " Repairs of aerial plant " (Class C, account
No. 600) or account No. 605, " R e p a i r s of station e q u i p m e n t " (Class C, account
No. 610) according to t h e class of w i r e worked upon.
CASE

121.

Query. A franchise granted by a municipality requires t h a t the company shall,
when so required by the city engineer, change its pole line to conform to curb
and grade lines established by the city. Should the cost of this work be charged
to account No. 673, " T e l e p h o n e franchise r e q u i r e m e n t s " ?
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Answer. No. If substitution of new plant for existing plant is not involved,
charge account No. 602, " Repairs of aerial plant " (Class C, No. 600), unless the
expense is relatively large and provision therefor has been made in the depreciation reserve, in which case treat as " extraordinary repairs " (Class C, " reconstruction " ) .
If substitution of new plant for existing plant is involved, the substitution not
amounting to a practical replacement, treat as "extraordinary repairs" (Class C,
" reconstruction " ) . Otherwise, treat through the plant accounts, i. e., credit the
appropriate plant accounts with the cost of the property retired and charge the
appropriate plant accounts with the cost of the new property.
CASE 122.

Query. What should be the accounting when, in connection with street or roadway improvements, a telephone company is required to move its pole line at its
expense?
Answer. If substitution of new plant for existing plant is not involved, charge
account No. 602, "Repairs of aerial plant" (Class C, No. 600), unless the expense
is relatively large and provision therefor has been made in the depreciation
reserve, in which case treat as "extraordinary repairs" (Class C, "reconstruction " ) .
If substitution of new plant for existing plant is involved, the substitution not
amounting to a practical replacement, treat as "extraordinary repairs" (Class
C, "reconstruction"). Otherwise, treat through the plant accounts, i. e., credit
the appropriate plant accounts with the cost of the property retired and charge
the appropriate plant accounts with the cost of the new property.
CASE 123.

Query. To what account should be charged the expense of pole butt reinforcements to make good the deterioration of the pole?
Answer. Ordinarily, this work should be classed as ordinary repairs and the
cost thereof charged to the primary repair accounts. However, if provision
for such work has been made in the depreciation reserve, the work should be
treated by Class A and B companies as " extraordinary repairs," and by Class
C companies as " reconstruction."
CASE 124.

Query. What should be the accounting for the following items in connection
with schools conducted by the company for the instruction of plant department
employees ?
(1) Equipment installed and used in such schools.
(2) Maintenance of above (if done independently of school work).
(3) Salaries of men during attendance.
(4) Salaries and expenses of instructors, materials consumed in connection
with such work, rent, and house service, etc.
Answer. (1) Charge the fixed capital (or plant and equipment) accounts for
the classes of plant involved.
(2) Charge the maintenance accounts for the classes of plant involved.
(3) Consider as nonproductive time and distribute over productive time of the
men engaged on the kinds of work covered by the school; e. g., time of the men
studying the work of an installer should be distributed over productive time of
the installation force.
(4) Apportion, on an equitable percentage basis, to the accounts covering the
several types of work covered by the school.
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CASE

125.

Query. To w h a t account should be charged the pay and expenses of s t u d e n t s
while engaged in learning the work of switchmen in automatic central offices?
Answer. Account No. 604, " R e p a i r s of central office e q u i p m e n t " (Class C,
account No. 610).
CASE

126.

Query. To w h a t account should be charged the expense of temporarily disconnecting subscribers' lines in the central office for periods of nonuse or because of nonpayment of bills?
Answer. Account No. 604, " Repairs of central office e q u i p m e n t " (Class C,
account No. 610).
CASE

127.

Query. To w h a t account should be charged the wages of switchmen in a u t o matic central offices?
Answer. Account No. 604, " R e p a i r s of central office e q u i p m e n t " (Class C,
account No. 610), except for time spent in operating t h e power plant, which
should be charged account No. 628, " Transmission power " (Class C, account
No. 660).
CASE

128.

Query. W h a t should be the accounting when a component p a r t of a station
(not a complete station) is replaced; e. g., when occasionally a desk set or bell
is substituted for one worn out or requiring r e p a i r s ?
Answer. The substitution of a component p a r t of a station set being a minor
replacement as defined in section 21, page 66, of the Uniform System of Accounts (Class C, sec. 14, p. 12) the cost thereof shall be charged to account
No. 605, " R e p a i r s of station e q u i p m e n t " (Class C, account No. 610). T h e
p a r t removed shall be credited to account No. 605 (Class C, No. 610) a t salvage
value.
CASE

129.

Query. To w h a t account should be charged r e p a i r s to rented buildings m a d e
by the accounting company?
Answer. Account No. 606, " R e p a i r s of buildings and g r o u n d s " (Class C,
account No. 640), unless the rent paid for the building is charged to one of t h e
clearing accounts (Class A and B accounts Nos. 701 to 706), in which case the
repairs should be charged to the same clearing account.
CASE

130.

Query. A plant employee is sent to disconnect a subscriber's station because of
nonpayment for service. To w h a t account should the expense be charged if t h e
work of disconnecting is abandoned because of the payment of the bill?
Answer. Account No. 607, " Station removals and changes " (Class C, account
No. 620).
CASE

131.

Query. Should the text of account No. 610, " Other maintenance expenses "
(Class C, account No. 640) be interpreted as excluding expenses incurred by
t h e plant department which a r e not in the n a t u r e of " repairs " to telephone
p l a n t and equipment?
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Answer. No. Miscellaneous items of maintenance and operating expense incurred by t h e plant department which are not chargeable to maintenance accounts Nos. 601 to 609, inclusive, and clearing accounts Nos. 701 to 707, inclusive
(Class C, accounts Nos. 600, 610, and 620), may be charged to account No.
610 (Class C, account No. 640). {See Case 111.)
CASE

132.

Query. W h e n material fit to use again has been taken out of plant and
charged to the materials and supplies accounts at t h e original cost, estimated
if not known, or at the price of corresponding new material, w h a t should be
the accounting for repairing (not converting) such m a t e r i a l ?
Answer. Charge t h e expense of repairs made thereon to t h e repair accounts
which would have been charged had the repairs been m a d e while the m a t e r i a l
was in actual service. Only items involving expense due to causes defined as
depreciation and so large as to distort the ordinary repair accounts shall be
treated as " e x t r a o r d i n a r y r e p a i r s " by Class A and B companies (sec. 21, p.
66, of the Uniform System of Accounts) and as " r e c o n s t r u c t i o n " by Class
C companies (see sec. 12, p. 11, of the Uniform System of Accounts).
CASE

133.

Query. W h a t should be the accounting for the expense of r e p a i r s to used
office furniture and fixtures carried in the materials and supplies accounts?
Answer. (1) If the used furniture and fixtures had been charged to the materials and supplies account at salvage value, the cost of the repairs shall be
charged to account No. 122, " M a t e r i a l s and s u p p l i e s " (Class C, account No.
135).
(2) If the used furniture and fixtures had been charged to m a t e r i a l s and
supplies account a t the original cost, or at the price of corresponding new
material, the cost of repairs shall be charged to the expense accounts which
would have been charged had the repairs been made while the furniture and
fixtures were in actual service, except in cases where provision has been m a d e
for such expense in the depreciation reserve, Class A and B companies shall
t r e a t the m a t t e r as " e x t r a o r d i n a r y repairs " and Class C companies as " reconstruction " (see sec. 21, p. 66, of the Uniform System of Accounts for Class A
and B companies and sec. 12, p. 11, for Class C companies). {See Case 52.)
CASE

134.

Query. W h a t should be the accounting for the cost of r e p a i r s to connecting companies' and to farmers' lines when the work is done and the expense is
borne by the accounting company?
Answer. Charge the appropriate repair accounts of the accounting company
according to the class of plant worked upon.
CASE

135.

Query. To w h a t account should be charged the expense of moving an employee from one location to another when t r a n s f e r r e d by the telephone company and the expense is assumed by it?
Answer. Charge the account to which traveling expenses of the employee in
the new location would be charged.
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CASE

136.

Query. To w h a t account should be charged the cost of figuring r a t e s and
the expense of issuing tariff a n d route books?
Answer. T h e expense of figuring the r a t e s a n d p r e p a r i n g the d a t a shall be
apportioned between account No. 621, "Traffic superintendence," and account
No. 640, " C o m m e r c i a l administration," according to work performed (Class C,
charge account No. 670).
The expense of printing a n d distributing shall be apportioned between account No. 629, " C e n t r a l office stationery and printing," and account No. 640,
" Commercial administration," on a n equitable basis (Class C, accounts Nos.
660 and 680).
CASE

137.

Query. To w h a t account should be charged t h e expenses incurred by the
traffic inspectors in making test calls, adjusting service complaints, inspecting
subscribers' p r i v a t e branch exchanges and instructing subscribers' p r i v a t e
branch exchange operators?
Answer. Account No. 622, " S e r v i c e i n s p e c t i o n " (Class C, account No. 660).
Cash refunded to p a t r o n s and amounts deposited in making test calls by inspectors and other employees of the company should not be charged to this
account b u t should be charged to t h e revenue accounts.
CASE

138.

Query. To w h a t account should be charged the expense incurred by t h e
traffic d e p a r t m e n t in reading meters installed on measured service lines?
Answer. Account No. 623, " C l e r i c a l operating w a g e s " (Class C, account
No. 660).
CASE

139.

Query. W h a t should be the accounting for t h e pay of operators furnished
lessees of p r i v a t e branch exchanges and for the amounts received for such
services ?
Answer. Charge the pay of the operators to account No. 624, " Operators'
w a g e s " (Class C, account No. 650).
If t h e operators are regularly employed by t h e telephone company, credit t h e
payments from subscribers for the services of the operators to account No.
525, " O t h e r miscellaneous r e v e n u e s " (Class C, account No. 520). If the
operators are not regularly employed by the telephone company, credit the
reimbursement to account No. 624, " O p e r a t o r s ' w a g e s " (Class C, account
No. 650).
CASE

140.

Query. To w h a t account should be charged t h e pay and expenses of w i r e
chiefs when working on Morse leased lines in central offices?
Answer. Charge the accounts otherwise charged with the pay and expenses
of wire chiefs unless considerable time is involved, in which case charge a c c o u n t
No. 624, " O p e r a t o r s ' w a g e s " (Class C, account No. 650).
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CASE

141.

Query. When a telephone company operates a private-branch exchange for
company (official) business, should any transfer be made from traffic expenses
to the expense accounts of the departments served?
Answer. No. The cost of operating such private branch exchanges shall
be charged to the various accounts under traffic expenses.
CASE

142.

Query. Should any portion of supply expense and plant supervision expense
be applied on plant d e p a r t m e n t charges to Class A and B, account No. 628,
" T r a n s m i s s i o n power," and account No. 673, " T e l e p h o n e franchise requirements? "
Answer. Yes. The appropriate portion of such expenses may be charged to
account No. 628 and account No. 673 in the usual manner.
CASE

143.

Query. To w h a t account should be charged amounts refunded to connecting
companies for postage on toll tickets and reports forwarded?
Answer. Account No. 629, " C e n t r a l office stationery and p r i n t i n g " (Class
C, account No. 660).
CASE

114.

Query. To w h a t account should be charged the cost (i. e., postage and other
t r a n s p o r t a t i o n charges) of forwarding toll t i c k e t s :
(1) From central offices to revenue accounting offices.
(2) F r o m revenue accounting offices to local collection offices.
Answer. (1) Account No. 629, " C e n t r a l office stationery and p r i n t i n g "
(Class C, No. 660).
(2) Account No. 646, " R e v e n u e a c c o u n t i n g " (Class C, No. 680).
CASE

145.

Query. To w h a t account should be charged the cost of covers, chains, and
locks used in connection with directories at pay stations?
Answer. Account No. 632, " P a y station expenses " (Class C, account No. 660).
CASE

146.

Query. W h a t is the general distinction between items of expense account of
pay stations which a r e chargeable to account No. 632, " P a y station expenses "
(Class C, account No. 660), and those which a r e chargeable to account No.
648, " P a y station commissions " (Class C, account No. 680) ?
Answer. Account No. 632, " P a y station e x p e n s e s " (Class C, No. 660), shall
be charged only with the costs of specific items of traffic expense, such as a r e
classable under t h a t account. Items chargeable to this account usually occur
in connection with pay stations which are attended by a company employee or
by a joint employee, a n d should be stated as flat sums r a t h e r t h a n as percentages on receipts.
Account No. 648, " P a y station commissions" (Class C, No. 680) shall be
charged with all percentages of receipts, or flat amounts deducted from receipts,
or other specified sums, which are paid either to t h e agent in charge (usually
not a salaried employee of the company) or to the person, individual, corporation, or other, upon whose premises the public pay station is located, as general
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compensation
for all t h a t is furnished with respect to this station, i. e., space,
light, heat, attendance, incidental advertising, etc.
W h e n the classificaion is doubtful, the expense shall be charged to account
No. 648, " P a y station commissions" (Class 0, No. 680).
CASE

147.

Query. W h a t should be the accounting for the cost of stationery and p r i n t i n g
used by the commercial department?
Answer. This expense should be apportioned on the basis of use to the several
accounts under "Commercial e x p e n s e s " (Class C, account No. 680).
CASE

148.

Query. When a telephone company, instead of providing its own switchboard
and switchboard operator, terminates its toll lines in t h e switchboard of another telephone company and arranges to have the l a t t e r do the necessary
operating, w h a t should be the accounting if the charges for such services are
on a flat sum basis (not on a division of revenue) ?
Answer. T h e company receiving the service shall charge account No. 633,
" O t h e r traffic e x p e n s e s " (Class C, account No. 660).
If services a r e billed a t cost, the company performing the service shall credit
t h e appropriate operating or other accounts previously c h a r g e d ; if not billed
at cost, it should credit account No. 525, " Other miscellaneous revenue " (Class
C, account No. 520).
CASE

149.

Query. To w h a t account should be charged (1) miscellaneous contributions,
and (2) related expense, such as decorating buildings or furnishing floats on
holiday occasions?
Answer. (1) If contributions are made for the purpose of developing traffic,
for example, expenses incurred in connection with an industrial exposition
or other business occasion, charge account No. 642, " A d v e r t i s i n g " (Class C,
account No. 680). If contributions a r e made without regard to traffic but
incidentally for t h e benefit of the operations of the company, such as those
to local fire departments, business leagues, Y. M. C. A., and similar institutions
charge the appropriate expense account of the department concerned; or, if
impossible of allocation, charge account No. 675, "Other general e x p e n s e s "
(Class C, account No. 680).
(2) E x p e n d i t u r e s such as those for decorating buildings and furnishing
floats on holiday occasions, except when incurred for traffic purposes and, therefore, chargeable to account No. 642, " A d v e r t i s i n g " (Class C, account No. 680)
should be departmentalized as far as possible. Items so general in c h a r a c t e r
as not to admit of departmentalization should be charged to account No. 675,
"Other general e x p e n s e s " (Class C, account No. 680). (See Case 111.)
CASE

150.

Query. To w h a t account should be charged the salaries and expenses of auditors of receipts and their clerks and division auditors of receipts and their
clerks ?
Answer. Account No. 646, " R e v e n u e a c c o u n t i n g " (Class C, account No. 670).
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CASE

151.

Query. To w h a t account should be charged the cost of postage used in mailing bills to subscribers?
Answer. Account No. 647, " R e v e n u e collecting" (Class C, account No. 680).
CASE

152.

Query. To w h a t account should be charged the cost of special editions of
directories, or p a r t s of directories, for use by the traffic d e p a r t m e n t ?
Answer. Account No. 649, " Directory expenses " (Class C, account No. 680)
or t r e a t through account No. 132, " P r e p a i d directory e x p e n s e " (Class C,
account No. 145).
CASE

153.

Query. To w h a t account should be credited amounts received from the sale of
new directories or as salvage on old directories?
Answer. Credit receipts from sales of directories to account No. 523, "Advertising and d i r e c t o r y " (Class C, account No. 520), and from salvage to account
No. 649, " Directory expenses " (Class C, account No. 680).
CASE

154.

Query. To w h a t account should be charged losses incurred by reason of shortage in a local manager's account in excess of the amount paid on his bond by t h e
surety company?
Answer. Account No. 640, " C o m m e r c i a l a d m i n i s t r a t i o n " (Class C, account
No. 680).
CASE

155.

Query. To w h a t account should be charged the pay of a general manager or
superintendent having supervision of the entire operations of the company?
Answer. Account No. 661, " S a l a r i e s of general officers" (Class C, account
No. 670).
CASE

156.

Query. W h a t account should be charged with the expense of a board of arbit r a t o r s on subscribers' rates?
Answer. Account No. 650, " O t h e r commercial e x p e n s e s " (Class C, account
No. 680).
CASE

157.

Query. To w h a t account shall be charged the expense of compiling d a t a and
making reports to the F e d e r a l Government, public-service commissions, t a x authorities, and others, and of testifying before such bodies?
Answer. T h e expense shall be charged to the accounts otherwise charged w i t h
the pay and expenses of the employees who p r e p a r e t h e reports or testify before
such bodies. For example, if the reports a r e prepared by the general office
clerks, the expense of preparing should be charged to account No. 662, " S a l a r i e s
of general office clerks " (Class C, account No. 670) ; if t h e d a t a r e g a r d i n g p l a n t
a r e prepared by the plant forces, t h e expense should be charged to account No.
601, " Supervision of maintenance," or account No. 706, " P l a n t supervision expense " (Class C, account No. 640) ; if the passing of t a x claims, filing t a x
reports, and making r e t u r n s to t a x assessors a r e handled by the legal department, the expense should be charged to account No. 667, " General law expenses "
(Class C, account No. 670).
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CASE

158.

Query. To w h a t account should be charged allowances and expenses of receivers operating a telephone company under orders of t h e court ?
Answer. Account No. 661, " S a l a r i e s of general officers" (Class C, No. 670),
and account No. 663, " G e n e r a l office supplies a n d e x p e n s e s " (Class C, account
No. 680), except t h a t expenses incurred for legal services shall be charged to
account No. 667, " General law expenses " (Class C, account No. 680).
CASE

159.

Query. I s any accounting distinction to be m a d e between monthly or other
periodic p a y m e n t s to attorneys regularly retained by t h e company a n d those
retained for specific services?
Answer. No. Both the periodic payments to attorneys regularly retained
by t h e company a n d t h e payments to and expenses of attorneys retained for
specific services shall be charged to account No. 667, " General law expenses,"
or account No. 670, " Law expenses connected with damages," as may be
a p p r o p r i a t e (Class C, account No. 680).
CASE

160.

Query. A company elects to protect itself against all losses ordinarily
covered by premium insurance, by setting up a reserve for t h a t purpose, but,
in order to obtain additional protection, a p a r t or all of the risk is placed
w i t h a n insurance company. W h a t should be t h e accounting for t h e premiums
paid to a n d the recoveries received from the insurance company?
Answer. T h e amounts set aside as a n insurance reserve shall be charged
to account No. 668, " I n s u r a n c e " (Class C, account No. 680), a n d credited to
account No. 169, " I n s u r a n c e and casualty r e s e r v e s " (Class C, account No.
190). P r e m i u m s paid insurance companies for such reinsurance shall be
charged to account No. 169 (Class C, account No. 190) a n d recoveries from such
companies shall be credited to account No. 169 (Class C, account No. 190).
CASE

161.

Query. W h a t should be the accounting for insurance premiums on m a t e r i a l s
a n d supplies carried in stock?
Answer. Charge account No. 668, " I n s u r a n c e " (Class C, account No. 680),
w i t h t h e premiums paid and periodically transfer t h e portion applicable to
construction to t h e appropriate fixed capital (plant and equipment) accounts
or charge to account No. 274, " Miscellaneous construction expenditures " (Class
C, account No. 270).
CASE

162.

Query. To w h a t account should be charged t h e cost of insuring of the continuity or regularity of revenues or earnings, i. e., "use-and-occupancy insurance " ?
Answer. Account No. 668, " I n s u r a n c e " (Class C, account No. 680).
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CASE 163.

Query. To what account should be charged the premium paid on a judicial
bond necessary in connection with the appeal of a personal-injury or damage
case?
Answer. Account No. 670, " Law expenses connected with damages " (Class
C, account No. 680).
CASE 164.

Query. To what account should be charged the premiums on bonds given
as follows:
(1) To municipalities under the general terms of a franchise or ordinance
and not in connection with specific construction or maintenance work.
(2) To municipalities or property owners in connection with specific pieces
of construction or maintenance work.
Answer. (1) Account No. 673, "Telephone franchise requirements" (Class
C, account No. 680).
(2) The appropriate construction or maintenance accounts according to the
nature of the work.
CASE

165.

Query. To what account should be charged the expense of publishing a company newspaper or other journal?
Answer. Account No. 675, "Other general expenses" (Class C, account No.
680), unless published in the interest of a specific department, in which case
charge the operating expense account pertaining to that department. Receipts
from subscriptions and from the sale of advertising space in such journals
shall be credited account No. 675 (Class C, No. 680) or the other account to
which the cost of publishing was charged.
CASE

166.

Query. May the cost of patents be charged by Class A and B companies direct
to account No. 674, "Amortization of franchises and patents," instead of to
account No. 203, " Patent rights," and amortized through charges to account
No. 674?
Answer. Charges to account No. 674, "Amortization of franchises and
patents," on account of patents should be restricted to amounts necessary to
cover such portion of the life of patents charged to account No. 203, " Patent
rights," as it is estimated has expired or been consumed.
The character of a patent purchased should determine whether or not the
cost, or any portion thereof, should be charged to account No. 203, " Patent
rights." Any amounts paid for patents having an estimated service life of less
than one year, patents of doubtful service value, patents in an undeveloped
state, patents acquired at small cost, and similar expenditures on account of
patents may be charged direct to account No. 675, "Other general expenses."
CASE

167.

Query. To what account should be charged the cost of a general audit of
a company's books by an audit company?
Answer. Account No. 675, "Other general expenses" (Class C, account No.
G80).
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CASE 168.

Query. To what account should be charged the cost of printing franks for
the use of officers and employees of the company?
Answer. Account No. 675, " Other general expenses " (Class C, account No.
680).
CASE

169.

Query. A pay check fell into the hands of an unauthorized party, who secured
payment by use of a forged signature. The company was unable to effect collection from the bank paying the check, or from the person forging the same.
To what account should the loss be charged?
Answer. Account No. 675, "Other general expenses " (Class C, account No.
680).
CASE

170.

Query. An agent of the company received a summons garnisheeing the wages
of an employee. On account of delay incident to notifying the legal department, the employee succeeded in drawing his pay and the company was obliged
to make good the amount of the claim. To what account should the loss be
charged ?
Answer. Charge the appropriate account of the department responsible for
the delay.
CASE 171.

Query. To what account should be charged the cost of first-aid kits and
renewals of same?
Answer. When such expense is incurred primarily for the plant department,
charge account No. 706, " Plant supervision expense "; otherwise, charge the
appropriate expense accounts of the departments in whose interests the costs
are incurred.
CASE

172.

Query. To what account should be charged the cost of inventories and appraisals of plant?
Answer. Inventories and appraisals should be treated in the accounts as
follows:
(1) Those taken incident to the ascertainment of a general valuation of the
property owned or used by the company, including those taken in accordance
with the Act to regulate commerce, or with other similar Federal or State
requirements; charge to account No. 675, " Other general expenses," preferably
in a subaccount entitled "Valuation expenses" (Class C, account No. 680).
This ruling does not modify the provisions relating to betterments contained in
section 9, page 32, of the Uniform System of Accounts for Class A and Class B
Companies.
(2) Those taken on the orders of public authorities for other purposes such
as for use in rate cases, or for the purpose of adjusting rate schedules; charge
the cost to account No. 675, "Other general expenses" (Class C, account
No. 680).
(3) Those taken in connection with the projected purchase of property;
charge account No. 136, "Other suspense" (Class C, account No. 150), pending
their final disposition. If the property is finally purchased, the cost should be
considered as part of the price paid and charged to the appropriate asset
account. If the x>roperty is not purchased, the cost shall be charged to account
No. 417, " Other deductions from surplus " (Class C, account No. 195).
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(4) Those taken in connection with the projected sale or lease of property
to others; charge account No. 136 (Class 0, No. 150), pending their final disposition. If the property is finally leased, charge the account appropriate for
rent. If the property is sold and the selling price includes the cost of appraisal,
such cost shall be considered a part of the sale price. If the project is finally
abandoned, or if the property is sold, but the selling cost does not include the
cost of appraisal, the cost of appraisal shall be charged to account No. 417
(Glass C, No. 195).
No amounts shall be included in the cost of inventories and appraisals
for incidental services of officers and employees; but special office, clerical,
traveling, and incidental expenses incurred by such officers and employees may
be included.
CASE 173.

Query. What should be the accounting for expenses incurred by the plant
department in inspecting for and in checking the attachments of other companies to the pole lines of the accounting company?
Answer. Charge account No. 610, "Other maintenance expenses" (Class C,
account No. 640), or if performed incident to other work, charge the accounts
otherwise charged with the pay and expenses of the employees who perform the
services.
CASE

174.

Query. To what account should be charged expenses on account of associations maintained by and in behalf of telephone companies?
Answer. The salaries and expenses of the officers representing the company
as members of the associations shall be charged to the accounts to which the
salaries and expenses of such officers are chargeable in connection with the
operation of the telephone plant. Amounts paid incident to the maintenance
of such associations shall be charged to account No. 675, " Other general
expenses" (Class C, account No. 680).
CASE

175.

Query. What should be the accounting for the expense of overhauling and
repairing of motor trucks and like equipment?
Answer. The customary annual overhauling of such apparatus shall be
charged to account No. 702, " Stable and garage expense," and cleared as provided in the text of that account. Work of less frequent occurrence or involving such reconstruction items as replacing the engine may be handled as
"extraordinary repairs," if the reserve has been provided for such expenses.
Class C companies shall charge this expense to account No. 640, " Other maintenance expenses."
CASE

176.

Query. To what account should be charged rent of land used for storage of
material for use in construction and maintenance work?
Answer. Account No. 704, " Supply expense," and cleared as provided in the
text of that account. Class C companies shall distribute on an equitable basis
between account No. 640, " Other maintenance expenses," and account No.
270 "Undistributed construction expenditures."
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Income items, adjustment of
delayed
Information, detailed, i n records
Inspection of attachments to poles

34
91
90
2
173

56
Insurance, liability.
on construction
on materials and supplies.
' on telephone earnings and receipts
reserve
Intangible capital, term of life
.
Interest on bills for materials and supplies
on funds used in construction
on securities held b y trustees
on unpaid bond coupons
on unpaid taxes
paid as part of rent
special deposits for.
Interstate Commerce Commission, authority of, necessary
reports to
Inventory of furniture and
fixtures
general equipment
going plant purchased. . . .
plant

,

Case.
66
65,161
161
162
160
26
18
64
76, 78
87
89
81
16
52, 90,91,117
3, 6,157
52
62
29
172

L.
Land held for future operations
not used in telephone operations
rent of, for storage of material
Lease, surrender of unexpired
Leased buildings, improvements on
Liability insurance
Loading coils
Loss on account of bank failure
account of forged check
account of garnisheed wages
M.
Main frame balcony
Manager, at small exchange
general, pay and expenses of
shortage in account
Manholes, cleaning
Material, defective, in construction
Materials and supplies, charged out directly
discount on bills for
insurance on
interest on bills for
purchased from another company
recovered from plant
rent of land for
taxes on
Messenger services
Meters, expense of reading
,
Mileage on toll messages
Morse leased lines
Moves and changes, uncollectible bills for
of plant account street improvements.
of plant by public requirement

11
10
176
92
34
66
51
94
169
170

50
112,113
155
154
56
33
17
18
65,161
18
30
132
176
71
105
138
99
140
79
122
121

57
Moving an employee
..
.
Municipalities, bonds given to
deposits with
fees paid for pole or conduit location
free or reduced-rate service for
maintenance and operation of plant leased to
plant and supplies furnished to
replacements and moves required by

Case.
135
164
22
98
103
42
42
121

N.
Newspaper, company, expense of
Notes becoming due serially
payment defaulted
short-term, issued in lieu of bonds

165
23
7
88
0.

Operating expenses, property of small value charged to
performed by connecting company
Operators, joint
private branch exchange
Options
Order table systems
Overhead wires, damage to, account moving building
P.
Party lines, reassociation of
Patents
Pay-station expenses and commissions
Penalties, contractors, for delay
Phantom circuits
Plant and equipment, inventory of purchased plant
items of small value
purchase of going plant
purchased, intangibles
retired, original cost
sale of portion
structural value
under construction, insurance on
(See also Equipment.)
Plant department expense other than repairs
hand books
Plant supervision expense
Pole butt reinforcements
lines, moves of
locations, rent for
Postage on subscribers' bills
toll reports
toll tickets
Premium on reacquired securities
Private branch exchange for company business
operators
retired

25,46
148
148
139
21
55
119
120
166
146
33
49
29
25, 46
27,30
26
31
37
28
65
131
68
142
123
121,122
84
151
143
143,144
93
141
139
32

58
Case.
35
38
39
61
48

Property of others, expenditures on
Property rights, permanent, granted
temporary, granted
Protection from high-potential line
Protectors
R.
Rates, expense of board of arbitrators on
expense of
figuring
Reassociation of party lines
Receivers, pay and expenses of
Reconstruction
Reduced-rate telephone service
Reinsurance
Rent, interest and dividends paid as
of buildings
of circuits
of instruments
of land for storage of material
of physical property (not telephone)
of pole locations
of property sublet
of rooms used by manager
Rented property, expenses on
repairs of
Replacement of component part of subscriber's station
furniture and
fixtures
plant
Reports to governmental bodies
Interstate Commerce Commission
Reserve for depreciation
insurance
uncollectible bills
Retaining wall
Revenue items, adjustment of
.
delayed
Right, permanent, sale or purchase of
temporary, sale or purchase of
to cross right of way
Route book

156
136
120
158
121,122,123,132,133
103
160
81
80
85
75
176
12
84
86
106
12, 34, £0
12, 34,80,129
128
52
121,122
157
3,6,157
4
160
96
45
91
90
38
39
83
136

S.
Schools, automatic equipment
plant department
Screens, door and window
Securities held b y trustees
of other companies, profits and loss on
purchased, commissions on
reacquired
treasury
Serial notes
Services, exchange of
of one department for another.

125
124
34, 53
76, 78
13
9
5, 93
6
23
103
111

59
Case.
34, 53
154
43
44
19,77,78
117
73
151
143
143,144
147
118
27, 28
125
124
1
114
95
2
114,155
114
142
99
127

Shades, window.
Shortage in manager's account
Sidewalks, cost of
Signs
Sinking funds
Spreading large items of expense
Stamps, internal-revenue
postage, on subscribers' bills
toll reports
toll tickets
Stationery and printing
Strike, additional pay account of
Structural value of plant
Students, automatic exchange
plant department
Subaccounts, titles of
Subforemen of repair gangs
Subscribers' ledger charges
Subsidiary records
Superintendent, pay and expenses
Supervision of employees
Supply expense
Switching toll messages
Switchman in automatic exchanges
T.

Tariff books
Tax reports, expense of preparing
Taxes, accrual of
franchise
on materials and supplies
unpaid, interest on
Temporary accounts
Testifying before governmental bodies
Toll messages defined
mileage on
switching of
Traffic errors
inspectors
Transfer of expense between departments
Troublemen, pay and expenses of
Trucks, overhauling and repairing
Trustees, sum paid to, for unmatured interest

.

136
157
70
74
71
89
1
157
99
99
99
101
137
111
115
175
16

U.
Unclaimed deposits, dividends, and wages.
refunds on service
Uncollectible bills for revenue
supplies
work performed
Unit costs, use of, in retiring property
Use-and-occupancy insurance

108
107
96,97
79
79
31
162

60

v.
Valuation of plant expenses

. . . . . . . .

W.
Wages unclaimed
Wall, retaining
Window shades
Wire chief, pay and expenses of
Work for others in exchange for privilege
performed for others

o

Case.
172
108
45
34, 53
116,140
82
20

